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Expansion of Exports Supports Domestic Business 
Merchandise Trade Surplus Expands to 3-Year Hî h 

Export gains in industrial materials and 
capital goods to Europe and Japan 
Imports are lowest since early 1959; industrial 
materials and automobiles lead decline 

Position of U.S. in World Trade Analyzed 

AS EECENTLY as a year and a half 
" ^ ago, contraction in tlie U.S. mer-
cliandise export surplus was a prominent 
factor contributing to the increasing 
deficit in the nation's balance of inter
national pajTnents. The restoration 
and rapid expansion of the trade surplus 
in the brief period since that time have 
reversed the previously unfavorable 
impact of merchandise transactions 
upon our international financial posi
tion. 

Differential movements in business 
activity here and abroad have helped 
to raise the export balance. These same 
diverse economic trends, however, have 
induced capital movements, particu-
lai'ly during the second half of the year, 
which more than offset the beneficial 
effect on the balance of pajanents that 
otherwise could have been expected 
from the favorable shift in our trade 
position. This is discussed in the anal
ysis of recent changes in our interna
tional status that appears earlier in 
this issue. 

With the slowing down in om* eco
nomic pace during the course of 1960, 
the brisk rate of export business has 
become a welcome stimulus to domestic 
output of a broad range of commodities. 
At the same time lower imports of some 
manufactured products have also ex
erted a favorable influence on production 
schedules in several of the Nation's 
leading industries which liave recently 
demonstrated an increased ability to vie 
with foreign competition in the home 
market. 

NOTE. Substantial portions of the data contained In this 
orticle were prepared by Hugh L. Hodge. 

In the second quarter of 1960, the 
margin of merchandise exports over im
ports stood at more than $4 billion at 
a seasonally adjusted annual rate as 
compared to the abnormal situation 
prevailing a year earlier when our trade 
interchange was in vu-tual balance. 
During the third quarter, the merchan
dise surplus climbed by still another $1 
billion, topping the $5-billion mark for 
the fu-st time since 1957, when the Suez 
crisis had provided a temporary stimu
lus to exports. More recently, our large 
positive trade balance has been well 
maintained as evidenced by export and 
import data for October 1960. 

Though lower imports and higher 
exports have operated as partners in the 
rebuilding of our positive trade balance 
over the past year as a whole, higher 
exports played a more important part in 
this development (see chart). 

Exports near record; imports off 

Exports in the July-September quar
ter 1960 hit $20 billion at a seasonally 
adjusted annual rate, having advanced 
by more than $4% billion or by 30 
percent, as compared with the cyclical 
low in the first quarter of 1959. 

The recent expansion of exports has 
been much slower than was the case 
during the earlier phase of the upswing. 
The third quarter gain in exports of 
half a billion dollars at a seasonally 
adjusted annual rate was absolutely and 
relatively much less than the corre
sponding advances attained in the 
previous two quarters. 

Imports, in contrast to exports, have 
drifted gradually downward since late 

1959. After a brief rally in the spring 
quarter, imports were again on the 
downgrade in the third quarter, sliding 
by over half a billion doUaiB to a 
seasonally adjusted annual rate well 
below $15 bdhon. This total, the 
lowest since January-March 1959, was 
more than $1 billion below the record 
rate established in the second quarter of 
last year. 

Area distribution of trade 

In the first three quarters of 1960, 
improvement in the balance with West
ern Europe and Japan accounted for 

EXPANSION IN U.S. TRADE SURPLUS* 
Third Quarter Merchandise Exports 
Exceed Imports by $5 Billion at Annual Rate 

1956 57 58 59 60 61 

Quar1*riy, Stotonally Ad|uti*d, ai Annual tiatn 

^EMCtudtng military goods 
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nearly three-fourths of the year-to-year 
gain in the overall trade surplus. This 
change, which coincided vnth. the ex
pansion of Em'opean and Japanese 
business activity to new highs, merits 
more than ordinary attention. It re-
vei-sed a pattern which had char
acterized U.S. trade with these areas 
during the preceding period of more 
than 2 years. Beginning in the latter 
part of 1957, there had been a steady 
deterioration in, and eventual elimina
tion of, our traditionally large export 
sm-pluses with Emrope and Japan, and 
by the spring of 1959 a small net unport 
balance had developed. 

Dm-ing the middle two quarters of 
1960, net receipts from trade with 
Western Europe aggi'egated nearly $2.8 
billion at an annual rate, reflecting a 
gain in exports of almost $2.2 billion 
(up nearly one-half) and a drop in 
imports of about $0.6 billion (down 
about one-eighth), as compared with 
the corresponding 6-month period a 
year earlier when our export and import 
trade with that area was about evenly 
matched (table 1). 

In the same middle quarters of 1960 
the merchandise account with Japan 
showed a moderate surplus, in contrast 
to a sizable import balance a year 
earlier. Although imports from Japan 
continued to rise during this period, the 
increase in unports was more than offset 

• by the advance in exports. Such ex
ports to Japan were up by almost one-
half, having advanced relatively about 
as fast as exports to Western Europe. 

Aside from Western Europe and 
Japan, the other areas which con
tributed prominently to the recent rise 
in the overall export surplus include a 
few countries in the outer sterling 
area—^Australia, India, and the Union 
of South Africa—and Eastern Europe. 

Minor shifts in Canada and Latin 
America 

During January-September 1960, the 
export surplus with Canada was almost 
identical with that of a year ago. 
Whereas in the first quarter of 1960 
both exports to and imports from 
Canada had been higher than a year 
earlier, the totals for the following six 
months showed a moderate year-to-
year decline in our two-way trade with 

that country, having been advei-sely 
affected by the slackening in Canadian 
economic activity and the more recent 
leveling tendency in our own economy. 

For nearly 2 years our overall trading 
account with the 20 Latin American 
republics has been in approximate 
balance. Relatively little change has 
occurred in either exports to or imports 
from Latin America as a whole. 

The Cuban market was approaching 
virtual collapse even before the impo
sition of the recent embargo. The 

current rate of exports to Venezuela is 
the lowest in 5 years. Major losses in 
exports to these two countries since 
last year have been compensated by 
increased shipments to a number of 
other southern destinations including 
Mexico, Argentina, Chile, Colombia, 
and Uruguay. In the c&se of imports, 
reduced arrivals from Cuba since May 
likewise have been largely offset by 
expanded purchases from other Latin 
American sources including Venezuela, 
Peru, and Mexico. 

Role of Six Key Commodities 

I H E steep climb in the overall mer
chandise surplus reflects favorable shifts 
in exports and imports of a broad range 
of commodities, but six major individual 
commodities have led the expansion 
(table 2). Dm-ing July-September, 
steel, cotton, and aircraft together ac
counted for almost two-fifths of the 
year-to-year gain in the export surplus. 

Another trio—^passenger cars, copper, 
and aluminum—contributed an addi
tional one-fourth of the total improve
ment. 

Though the United States did not 
resume its pre-1959 position as a net 
exporter of steel until May 1960, by 
the third quarter the excess of exports 
over imports had risen to $340 million 

Table 1.—U.S. Exports," General Imports , and Trade Balance, by Selected Countries 

[Millions of dollars] 

Total .1959 
1960 

Year-lo-ycor change . . . 
Western Europe and Japan, 

Ycar-to-ycar change. 
Western Europe 

Year-to-year change. 

Yenr-to-yonr ohango-
Other areas—total» 

Ycar-to-ycar change. 

:otaI 
1959 
19C0 

.1960 
1000 

.1059 
1000 

.1959 
1960 

.1050 
1060 

Latin American Republics 

Year-to-year change. 

Year-to-year change. 
India : . . 

Yeor-to-year change. 
Eastern Europe 

All other countries *. 

Year-to-yoar change. 

1950 
1900 

.1950 
1000 

1060 

.1060 
lOOO 

.1050 
1060 

Exports, including re-
exports (excluding mil i . 
tary aid) 

I 

3,844 
4,016 

771 

1,287 
1,854 

567 
1,006 
1,524 

45S 
221 
33(1 

mo 2,557 
2,761 

204 
882 
036 
64 

8IH 
847 

- 1 7 
46 
70 
?A 

122 
147 

m 10 
27 

8 
024 
734 
110 

TI 

4,100 
6,062 

962 

1,334 
2,041 

707 
1,110 
1,722 

fHI3 
216 
3111 
104 

2,766 
.•i,02) 

255 
1,066 
lifl-W 

01H 
036 

Ifl 
51 
(16 
30 
03 

172 
70 
10 
46 
35 

638 
722 
84 

ITI 

4,052 
4,735 

683 

1,418 
2,007 

689 
1,204 
1,604 

400 
214 
313 
mi 

2,634 
2,720 

94 
044 
884 

- 6 0 

807 
862 

- 3 5 
82 

114 
32 
68 

130 
71 
40 
48 
8 

603 
081 

78 

.Tan.-
Sept. 

11,996 
14,412 
2,416 

4,039 
5,902 
1,863 
3,389 
4,040 
1,651 

050 
062 
312 

7,957 
8,516 

663 
2,882 
2,876 

- 6 

2,076 
2,045 

- 3 4 
170 
274 

05 
283 
458 
175 
00 

120 
51 

1,805 
2,137 

272 

IV 

4,343 

1,680 

1,305 

285 

2,663 

042 

8U6 

87 

53 

21 

605 

General imports 

I 

3,667 
3,806 

233 

1,264 
1,457 

253 
1,000 
1,181 

181 
204 
276 

72 
2,3Ca 
2,343 

- 2 6 
606 
700 
103 

976 
014 

- 0 2 
36 
41 

6 
47 
67 
10 
22 
'0 

- 3 
077 
603 

- 7 4 

II 

3,864 
3,836 

- 2 4 

1,394 
1,384 
- 1 6 

1,148 
1,084 
- 0 4 
240 
3011 
54 

2,460 
2,446 

- 1 4 
802 
761 

- 6 1 

U14 
047 
33 
56 
31 

- 2 4 
56 
68 
2 

10 
22 

3 
614 
637 
23 

III 

3,829 
3,543 
- 2 8 6 

1,431 
1,220 
- 2 1 1 
1,162 

017 
- 2 3 6 

270 
303 
24 

2,398 
2,323 

- 7 5 
771 
731 

- 4 0 

874 
845 

- 2 0 
67 
46 

- 1 2 
,Vi 
61 
8 

21 
21 

022 
02(1 
- 2 

Jan . -
Sept. 

11,250 
11,173 

- 7 7 

4,029 
4,061 

32 
3,300 
3,182 
- 1 1 8 

720 
879 
150 

7,221 
7,112 
- 1 0 9 
2,179 
2,101 

12 

2,704 
2,706 

- 5 8 
147 
117 

- 3 0 
150 
170 
20 
02 
02 

1,013 
1,860 
- 5 3 

TV 

3,962 

1,524 

1,224 

300 

2,438 

802 

85(1 

60 

51 

18 

607 

Trade balance»—Not ex
ports (+) 
ports (—) 

T 

277 
816 
638 

83 
397 
314 

60 
343 
277 

17 
54 
37 

194 
418 
224 
276 
227 

- 4 0 

- 1 1 2 
- 0 7 

45 
11 
211 
18 
75 
00 
15 

- 3 
8 

11 
- 5 3 
131 
184 

IT 

246 
1,232 

986 

- 6 0 
657 
717 

- 2 0 
638 
667 

- 3 1 
16 
56 

366 
576 
26<l 
254 
305 

51 

4 
- 1 1 
- 1 5 
- 4 
5(1 
63 
37 

114 
77 

- 0 
23 
32 
24 
85 
01 

TIT 

223 
1,192 

966 

- l a 
787 
86(1 

52 
777 
725 

- 0 5 
16 
75 

236 
465 
Kid 
17S 
16;i 

- 2 0 

23 
17 

- 6 
25 
6(1 
44 
15 
78 
6:1 
19 
27 
8 

- 1 0 
01 
80 

or net Im-

Jan.-
Sept. 

746 
3,239 
2,493 

10 
1,841 
1,831 

80 
1,758 
1,660 

- 7 0 
83 

102 
736 

1,398 
662 
703 
685 

- 1 8 

- 8 5 
- 0 1 

24 
32 

167 
125 
127 
282 
156 

7 
68 
51 

- 4 8 
277 
326 

TV 

381 

156 

171 

- 1 5 

226 

80 

45 

37 

2 

3 

68 

1. Global and area export data exclude military aid shipments under the Mutual Security Program (MSP), but Include 
"cash" special category exports (potential military end Items not shipped under MSP military aid programs). Individual 
country totals (Japan, Australia, India) exclude all special category exports, whether shipped as MSP aid or for "cash." 

2. Year-to-year changes in Trade Balances: Increase In net exports or decrease In net Imports (-f); Decrease In net exports 
or Increase In net lmports(—). 

3. Includes "cash" special category exports to Japan. 
4. Includes "cash" special category exports to Japan, .\ustralla, and India. 
Source: U.S. Department of Commerce, Onice of Business Economics. 
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at an annual rate, the highest margin 
since the spring of 1958. As compared 
with the fourth quarter of 1959, when 
the disruptive effects of the domestic 
steel strike upon our foreign trade had 
been greatest, and net imports had 
amounted to more than $550 million at 
an annual rate, the trade balance in 
steel had shifted in our favor by nearly 
$900 million. The gain in exports and 
corresponding drop in imports had 
contributed almost equally to this major 
swing. 

Cotton exports in 1960 promise to 
be among the highest in any postwar 
year. Based upon actual data for 
January-October and estimates for 
November and December, exports of 
cotton win be around $900 million, a 
figure nearly twice as large as such 
exports in 1959 when foreign demand 
for U.S. cotton had been at the lowest 
since 1947. While exports dm-ing the 
current season which began in August 
may fall somewhat short of the 7.2 
million bales exported in 1959-60, it is 
anticipated by the U.S. Department of 
Agriculture that they will be well in 
excess of 6 million bales. 

Peak exports of aircraft; nonferrous 
metals 

Exports of civilian-type aircraft dur
ing 1960 win be double their 1957 value, 
the previous record for such deliveries. 
During the first 10 months of the current 
year, aircraft exports (mainly jets) rose 
to over $600 million at an annual rate, 
an amount $470 milHon above the 
annual rate of January-October 1959. 

New annual highs for exports of copper 
and aluminum are also assured for 1960. 
The initial quarter of the year brought 
the first reversal in this nation's his
torical role as a net importer of alu
minum. Our new position as a net 
exporter was sustained until October 
when exports of aluminum declined to a 
rate about equal to that of imports. In 
the second quarter, the U.S. also 
abandoned its usual role as a net im
porter of copper, a role which has been 
customary since 1939. Exports of 
copper imtil October continued to top 
imports. 
Auto imports off 

Our wide margin of imports over 
exports of passenger cars—a situation 
which has existed for about 3 years— 

has become steadily narrower since the 
tliu-d quarter of 1959 as the new com
pact American cars introduced a major 
factor of competitive importance. In 
the three months ended October 1960, 
imports fell to an annual rate of about 
$310 million, less than half the amount 
recorded in the comparable quarter of 
1959. It is estimated that anit im
ports for the year 1960 will total be
tween 450,000 and 475,000—roughly 
200,000 under 1959. Exports of pas
senger cars meanwhile, have performed 
even more poorly than was the case last 
year. 

Industr ia l Materials Aid 
Surplus 

In contrast to the six key items, 
which contributed $2)̂  billion, at an 
annual rate, to the overall year-to-year 
gain in the third quarter trade sui-plus, 
all other commodities taken together 
were responsible for less than $1^ 
billion of the total advance. At 
least $670 miUion of the latter amount 
resulted from the changea pattern of our 
trade in a variety of crude and semi
manufactured materials. At the same 
time om- trade deficit in foodstuffs was 

Table 2.— •U.S. Exports, General Imports , and Trade Balance, by Selected Commodity-
Groupings 

[Millions of dollars] 

Total 1959 
1960 

Year-to-year change. . . 

s i x selected commodities, 
total 1959 

1960 
Year-to-year c h a n g e . . . 

Cotton, unmanufactured.1050 
1060 

Year-to-year change.—. 

Steel mill products 1050 
1060 

Year-to-year change.—. 

Copper, unmanufactured.1069 
1060 

Year-to-year change. . . . 

Aluminum, unmanufactured 
1050 
1000 

Year-to-year change 

Commercial aircraft 1050 
1000 

Year-to-yoar change 

Passenger cars, now 1050 
1960 

Year-to-year change 

o t h e r commodities, total 1959 
1966 

Yeor-to-ycar c h a n g e . . . 

Crude and somlmanufacturod 
metals, n.o.s 1050 

1960 
Year-to-yoar change 

Finished manufactures, 
n.o.s 1060 

1960 
Year-to-year change 

Machinery and related 
items 1959 

1060 
Year-to-year change. . . . 

Other, n.o.s 1060 
1060 

Year-to-year change. . . . 

Foodstufls 1050 
1060 

Year-to-year change. . . . 

Reexports 1059 
1960 

Year-to-year change 

Exports, including re
exports (excluding mili
tary aid) 

3,844 
4,615 

771 

361 
726 
366 

344 
261 

116 
118 

70 
74 
4 

3,483 
3,889 

466 

727 
893 
171 

2,132 
2,287 

156 

843 
068 
116 

1,289 
1,329 

40 

570 
651 
72 

45 
63 

4,160 
6,662 

962 

347 
787 
440 

222 
129 

127 
189 
62 

37 
105 
68 

10 
177 
158 

57 
62 

- 5 

3,753 
4,275 

622 

805 
1,013 

208 

2,272 
2,613 

241 

066 
1,048 

83 

1,307 
1,466 

168 

628 
700 

72 

48 
49 

1 

m 

4,062 
4,735 

683 

267 
676 
419 

64 
129 
76 

69 
172 
103 

28 
124 
06 

21 
42 
21 

50 
182 
132 

35 
27 

- 8 

3,796 
4,059 

264 

054 
1,050 

06 

2,132 
2,280 

157 

883 
060 

77 

1,240 
1,320 

80 

607 
670 

3 

42 
60 
8 

•Tan.-
Sept. 

11,996 
14,412 
2,416 

965 
2,189 
1,224 

240 
605 
455 

311 
479 
168 

no 
281 
171 

47 
137 
00 

06 
444 
340 

102 
163 
- 0 

11,031 
12,223 
1,192 

2,480 
2,061 

475 

6,536 
7,089 

553 

2,601 
2,! 

275 

3,845 
4,123 

278 

1,874 
2,021 

147 

136 
152 

17 

IV 

4,343 

449 

01 

10 

35 

093 

2,208 

008 

1,300 

47 

General imports 

3,567 
3,860 

233 

382 
554 
172 

13 
0 

- 4 

93 
200 
no 
04 

.106 
41 

20 
27 

1 

11 
7 

- 4 

175 
107 
22 

3,185 
3,246 

61 

1,470 
1, 

01 

856 
1,068 

213 

117 
140 
23 

738 
028 
100 

851 
700 

- 0 1 

3,864 
3,830 

- 2 4 

465 
463 

- 6 2 

4 
11 

137 
128 
- 0 

75 
70 
4 

41 
24 

- 1 7 

12 
0 

- 3 

196 
162 

- 4 4 

3,389 
3,427 

38 

1,476 
1,405 
- 7 1 

1,021 
1,144 

123 

147 
143 
- 4 

874 
1,001 

127 

892 
878 

- 1 4 

III 

3,829 
3,643 
- 2 8 6 

486 
293 

-192 

10 
14 
4 

148 
87 

- 0 1 

05 
70 

- 1 0 

40 
24 

- 2 2 

8 
4 

178 
85 

- 9 3 

.3,344 

.3,250 
94 

1,391 
1,319 

72 

1,036 
1,110 

83 

128 
118 

- 1 0 

008 
1,001 

03 

017 
812 

-105 

Jan.-
Sopt. 

11,250 
11,173 

- 7 7 

1,332 
1,250 
- 8 2 

378 
424 
46 

234 
263 
20 

113 
76 

- 3 8 

31 
20 

- 1 1 

549 
434 

- 1 1 6 

9,918 
9,923 

5 

4,340 
4,112 
- 2 3 4 

2,012 
3,331 

410 

392 
401 

0 

2,520 
2,030 

410 

2,060 
2,480 
- 1 8 0 

IV 

3,962 

121 

3,410 

1,481 

1,146 

147 

783 

Trade balance '—Not ex
ports (-f) or net im
ports {—) 

277 
815 
538 

- 2 1 
172 
193 

80 
335 
255 

22 
- 0 1 

-113 

- 1 0 
- 5 3 

- 1 4 
26 
40 

15 
78 
63 

-105 
-123 
- 1 8 

643 
345 

-7.62 
-400 
262 

1,277 
1,210 
- 5 8 

246 
1,232 

986 

-118 
384 
562 

80 
211 
122 

- 1 0 
61 
71 

- 3 8 
26 
64 

- 2 7 
18 
45 

7 
108 
101 

- 1 3 9 
-100 

39 

364 
848 
484 

671 
- 3 0 2 

270 

1,251 
1,369 

118 

818 
905 

87 

433 
464 

31 

- 2 0 4 
- 1 7 8 

86 

48 
40 

1 

III 

223 
1,192 

969 

- 2 2 8 
383 
611 

44 
116 
71 

- 7 9 
85 

104 

- 0 7 
45 

112 

- 2 5 
18 
43 

42 
178 
136 

- 1 4 3 
- 6 8 

451 
809 
358 

- 4 3 7 
- 2 8 9 

168 

1,006 
1,170 

74 

755 
842 
87 

311 
328 

- 1 3 

-2.W 
- 1 4 2 

108 

42 
50 

Tan.-
Sopt. 

746 
3,239 
2,493 

- 3 6 7 
939 

1,306 

213 
661 
448 

- 0 7 

122 

- 1 2 4 
18 

142 

- 6 0 
62 

128 

04 
424 
360 

- 3 8 7 
- 2 8 1 

106 

1,113 
2,366 
1,187 

-1,860 
-1,151 

700 

3,624 
3,768 

134 

2,299 
2,665 

266 

1,326 
1,103 
- 1 3 2 

- 7 8 6 
- 4 5 9 

327 

135 
152 

17 

I V 

381 

211 

-130 

69 

- 1 2 6 

- 4 8 8 

1,002 

761 

301 

- 1 3 7 

47 

1. Year-to-year changes In Trade Balance: Increase in net exports or decrease in net Imports (-f); Deereaso in net exports 
or increase in net imports (—). 

Source: U.S. Department of Commerce, ODlce of Business Economics, from basic data of Bureau of the Census. 
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eased to the extent of about $430 mil
lion. The export surplus on finished 
manufactures (excluding steel, aircraft, 
and autos) was at an annual rate scarcely 
$300 million above that of July-Septem
ber 1959. 

The strengthening of the U.S. posi
tion in crude and semimanufactured 
materials was accomplished with the 
cooperation of both higher exports and 
lower imports of such important com
modities as rubber, chemicals, lumber, 
paper base stocks, textile fibers, and 
hides and sldns. It was reinforced by a 
large expansion in exports of iron and 
steel scrap. 

Fuel and unmanufactured tobacco 
were, in fact, the only major items with
in this grouping which failed to con
tribute to our improved position in the 
third quarter. On the basis of their 
performance during the first tliree 
quarters of the year exports of coal dur
ing 1960 will be the lowest in 6 years. 

Pat tern of F in ished 
Manufactures 

Wliile during 1960 exports of both 
finished manufactures and crude and 
semifinished goods, after excluding the 
six key items, have been higher than a 
year ago, the year-to-year gain of 8 
percent in manufactured exports in the 
first 9 months of 1960 did not approach 
the almost one-fifth rise in exports of 
crude materials and semimanufactures. 
On the import side, moreover, manu
factures rose whereas crude and semi
finished goods declined. 

The improvement in the surplus on 
manufactui-ed goods, after excluding 
civilian aircraft and steel, was largely 
due to higher exports of machinery and 
a few other types of capital equipment, 
such as trucks and buses, and railway 
equipment, needed for industrial de
velopment abroad. Some increases also 
occurred in exports of a variety of con
sumer goods and other miscellaneous 
items—especially those which had bene
fited by import liberalization measiu-es 
adopted by countries in Europe and 
elsewhere in the world, notably Aus
tralia. The higher receipts from such 
exports, however, were largely cancelled 
out by rising payments for imports of 
textiles, rubber and leather goods, 
transistor radios, and a few other types 
of manufactures. 

During the first three quarters of 
1960, machinery exports were up from a 
year earlier by a margin averaging 
about one-tenth, with most of the in
crease accounted for by enlarged ship
ments to Western Europe. Above-
average relative gains were recorded by 
exports of specialized industrial equip
ment including office and textile ma
chinery. Imports of machinery, which 
in the fu-st quarter of 1960 had scored 
a year-to-year increase of nearly one-
fifth, have since dipped below the rate 
of a year earlier. 

Trade in Foodstuffs 

Most of the reduction from last year 
in net payments for foodstufl's reflected 
shifts in trade of only throe commodi

ties—grains, coffee, and meat. Based 
upon the January-October period, grain 
exports during the current calendar year 
will surpass those of 1959 by several 
hundred million dollars and will be the 
high- st since 1948. Due to less favora
ble crop conditions in Europe and to the 
stepped-up schedule of deliveries to 
India under the assistance program 
sanctioned by Public Law 480, wheat 
exports dming the current season which 
began in July may be even higher than 
in the 1959-60 crop year. 

Thus far in 1960 (January-October), 
payments for imports of meat and coft'ee 
have been at annual rates about $100 
million and $70 million, respectively, 
below those of a year earlier. 

Sensitivity of U.S. Exports to Overseas 
Business Conditions 

OINCE the cmTcnt expansion in ex
ports is linked so closely with the flow of 
industrial materials, machinery, and a 
few other key commodities to Western 
Europe and Japan—areas which are 
currently experiencing unprecedented 
business prosperity—^it may be relevant 
to examine some of the past responses of 
our exports to cyclical swings in the 
economies of these countries. Before 
looking backwards, however, some at
tention should be devoted to the current 
status of the European and Japanese 
industrial booms. 

The nearly 2-year old upsiu-ge in 
Western European business activity, 
which by the second quarter of 1960 
had lifted output in the OEEC coun
tries by a total of nearly one-sixth, 
appears to have become less steep than 
was the case dm'ing the earlier phase of 
the advance. Though in the second 
quarter of this year the seasonally ad
justed index of industrial production 
for the OEEC countries combined rose 
at least 2 percent over the previous 
quarter, this progress was slower than 
several months earlier and less than half 
that which occurred in the final months 
of 1959. Developments during the late 
summer and early fall have confirmed 
such evidence of a slower expansion in 

the European economies as production 
approaches capacity limitations and is 
retarded by bottlenecks. 

This is particularly true in the 
Common Market area, but in the 
United Kingdom weaknesses have ap
peared in several industries, particularly 
those producing consumer durables. In 
Japan production continued to expand 
rapidly but also at somewhat slower rates 
than in 1959. 

Exports respond to cyclical swings 
abroad 

From the first half of 1957 to the like 
period of 1958, nonmilitary exports to 
Western Europe and Japan underwent 
declines of nearly 30 and 40 percent, 
respectively. These major decreases 
coincided with a mere levelling out in 
European business activity and with 
only a very modest and short-lived dip 
in Japanese industrial output. While 
the initial reactions of our exports to the 
upturns in European and Japanese 
business activity during the latter part 
of 1958 were negative, this lag in re
sponse has been more than compensated 
during the current year. In the fii-st 
half of 1960, exports to both destinations 
increased over the comparable period of 
1959 relatively much faster than did 
industrial production in these areas. 
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The current vulnerability of our ex
ports to possible slowdowns in business 
activity in overseas industrialized coun
tries should not, of course, be measured 
on the basis of the magnitude of our 
1957-58 export declines to these areas. 
However, some insight into this problem 
may be gained by examining the be
havior of a few commodities responsible 
for much of the change in overall exports 
to Western Europe over the past 4.years. 

Shift ing Export Pat tern 
to Europe 

Exports of coal and petroleum— 
which together had been responsible for 
more than two-fifths of the total rise in 
nonmilitary exports to Western Em-ope 
from the first half of 1956 to the like 
period of 1957, and for over one-third 
of the subsequent decline in such ex
ports from the first half of 1957 to the 
fu-st half of 1959—accounted for only 4 
percent of our total exports to Western 
Europe in January-June 1960. This 
portion was less than one-fourth as 
much as that in the same months of 
1957. Any further downward changes 
which could possibly occur in o\ir 
shipments of fuel would therefore have 

only a limited effect upon the value of 
our overall exports to Western Europe. 

Lesser role of erratic commodities 
The accompanying chart shows that 

the remaining changes in our total non-
military shipments to Western Europe 
during 1956-59 were associated mainly 
with swings in exports of five individual 
commodities—raw cotton, steel mill 
products, steel scrap, copper, and 
civilian aircraft. These accounted for 
more than 70 percent of the rise in net 
overall (nonfuel) exports to Western 
Europe from the fii-st half of 1956 to 
the comparable period of 1957, and 
again, for more than 73 percent of the 
corresponding decline from the first 
half of 1957 to the like period of 1959. 

Though these same five commodities 
have been prominent contributors to 
the major upswing in exports to this 
area during the current year, theu- 45 
percent share of the total increase was 
greatly reduced from that of 1956-57 
(see chart). This is an indication that 
the current upturn in exports is more 
broadly based than was the rise of 
1956-57. 

The five selected items nevertheless 
did contribute as much as $}i billion of 

the total increase in our nonmilitary 
exports (excluding fuels) to Western 
Em-ope during the first half of 1960 as 
compared with a year earlier. There
fore, at least brief attention should bo 
given to factors which may affect the 
immediate outlook for exports of some 
of these commodities. 

Recent factors in European demand 
It is anticipated that Em-opean de

mand for American cotton wiU continue 
to bo fairly high during the balance of 
the current crop year. However, due 
to such factors as the tapering off of the 
rise in European textile production, 
the gradual buildup in European in
ventories of raw cotton and intermedi
ate textile products, and the increased 
availabilities of raw cotton in competi
tor exporting countries, the outlook for 
U.S. cotton exports at the beginning of 
the current season was somewhat less 
optimistic than it had been a year 
earlier when stocks abroad of American 
cotton were very depleted. 

Judging by the large expansion in 
European steel output during the cur
rent year, and the further ambitious 
increases anticipated for 1961 and sub
sequent years. Western Em-ope's reli-

RECENT CHANGES IN U.S. NONMILITARY EXPORTS TO WESTERN EUROPE 

Were More Broadly Based Than During the Previous Three Years 

First Half INCREASE: 1956 to 1957 

Five Commodities Accounted for 
Over 70 Percent of the Gain 
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anco on the United States as a marginal 
supplier of specialized types of steel, 
such as sheets and tubes, should be 
greatly reduced. Our steel shipments 
to Western Europe are already on the 
downtrend, having declined during both 
August and September. 

Copper exports to Western Europe 
fell oft" in September and dipped further 
in October. Much of the increased 
Em-opean demand for copper imports 
from the United States daring the cur
rent year has been induced by political 
um-est and labor difficulties in tradi
tional African and Latin American sup
ply sources mth resulting uncertainties 
concerning the steadiness of future 
supplies. 

Deliveries of jet au-craft to European 
carriers should hold up fairly well 
through mid-1961, based upon the cm--
rent status of manufacturers' order 
boolffl. Prospects beyond that point 
are uncertain, being largely dependent 
upon whether or not foreign airlines mil 
requu-e further large additions to theu-
already gi-eatly expanded fleets. 

Capital goods exports to Europe 

In addition to'the five selected com
modities discussed above, a rise of one-
third in exports of machinery to West-

U. S. MERCHANDISE IMPORTS 

Declines in All Major Categories 

Billion $ 
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ern Europe in January-June 1960 con
tributed $125 million to our improved 
sales performance in that area as com
pared with a year ago. This uptm-n 
may have been due in part to the pro
gressive relaxation of Em-opean import 
controls which had discriminated 
against dollar purchases. However, it 
was mainly in response to the European 
investment boom—a boom in which 
American companies have been prom
inent participants. 

The continued strength in Europe's 
demand for capital equipment—as evi
denced by the further lengthening in 
delivery terms offered by Em-opean pro
ducers of machine tools and other types 
of machinery—appears to foretell a 
continuation, for some time, of the 
favorable market for U.S. machinery 
sales in Western Em-ope, though such 
appraisals are fraught with un
certainties. 

Competitive output overseas grows 

Though the remaining $460 million 
year-to-year rise in exports to Western 
Europe dm-ing January-June 1960 re
flected noteworthy increases in a variety 
of liberalized finished consumer-type 
items, it consisted mainly of gains in a 
number of industrial materials includ

ing, among others, aluminum, chemi
cals, synthetic rubber, man-made fibers, 
and wood and paper. 

The outlook for exports of many of 
these basic commodities is undoubtedly 
a function of what happens to the 
foreign boom, and is clouded by other 
factors such as the growth in Europe's 
own competing productive facilities. 
Western Europe's capacity to produce 
items such as aluminum, synthetic rub
ber, man-made fibers, and other chend-
cals is increasing rapidly. Whether or 
not this will result in a displacement of 
om- exports depends upon the extent to 
which Europe's market for these prod
ucts is exiDanding and upon the ability 
of our exports to meet the new com
petition. 

Europe's consumption of many of 
these commodities still lags far behind 
om- own. The current share of syn
thetic rubber in Western Europe's total 
use of new rubber is less than 40 percent, 
a ratio little more than one-half that of 
the United States. At the same time, 
Europe's four top users of aluminum— 
the United IQngdom, Germany, France, 
and Italy combined—consume an aver
age of only 10 pounds per capita as 
compared mth 27 pounds in the United 
States. 

U.S. Merchandise Imports lower 

1st 2d 3d 4th 
Quarterly 

Basle datoi Census Bureau 

U. S. Department of Commerce, Office of Buiineu Economics 6 0 - 12-B 

xMPOETS in all four major economic 
categories in the third 1960 quarter 
were lower than a year earlier (see 
chart). Though reductions in imports 
of industrial materials and foodstuffs 
accounted for the bulk of the over $1 
billion year-to-year decline in the an
nual rate of total imports during the 
third quarter, decreases in imports of 
passenger cars and a number of other 
types of nonfood consumer goods were 
also major conti-ibuting factors. 

Industrial Materials Decl ine 

Except for imports of petroleum, iron 
ore, and textile fabrics, arrivals of prac
tically aU major types of materials have 
shown a year-to-year decline since the 
first quarter. If these three items are 

excluded, the year-to-year drop during 
the third quarter in the remaining seg
ment of our imports of industrial ma
terials was well in excess of $800 million 
at an annual rate. 

About $240 million of the latter drop 
was accounted for by reduced imports 
of steel mill products which during the 
last half of 1959 and in early 1960, due 
to last year's steel strilce, had been ex
t r a o r d i n a r i l y h igh . About three-
fourths of the remaining amount was 
due to lower arrivals of copper, alumi
num, nickel, and other crude and semi
manufactured metals; crude rubber, 
lumber, and other building materials; 
and unmanufactured wool. 

An examination of the relationships 
between supply and final purchases of 
major individual commodities reveals 
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that the decline in imports has generally 
paralleled a similar movement in domes
tic consumption. It also indicates that 
the reduction in our overall demand for 
a niimber of important items—^par
ticularly metals—appears to have af
fected imports more than competing 
domestic production. This may, in 
part at least, be attributed to the large 
purchases of primary materials by other 
industrialized countries. 

Downturn in nonferrous metals 
Throughout most of 1960 domestic 

consumption of both aluminum and 
copper has trailed substantially behind 
last year's rates. The fuU impact of 
our reduced demand for aluminum after 
the first quarter was borne by imports 
which, additionally affected by the 
cancellation of aluminum purchase con
tracts with Canada's major producer in 
the early months of the year, slimiped 
nearly two fifths below last year's vol
ume in the first 10 months of 1960. 
Domestic primary aluminum output, in 
contrast to imports, was well main-

U. S. IMPORTS OF INDUSTRIAL MATERIALS 

Year-to-Yeqr Drop After First Quarter 
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tained through the third quarter. Not-
Avitbstanding our greatly increased ex
ports during the year, inventories of 
aluminum at the end of September had 
risen to a new high. 

The same supply-threatening factors 
which helped promote our exports like
wise aft'ected imports of copper. These 
imports, though lower after the first 
quarter, have continued to hold up 
better than would otherwise have been 
the case. This is also true of domestic 
copper production, which swung into 
high gear after the strilie settlements 
early in the year and has since been 
maintained at a near record rate. 

Since the supply uncertainties are not 
yet f uUy resolved, as evidenced by the 
continued political unrest in Africa and 
the possibility of a new copper tieup in 
Chile at the turn of the year, the volume 
of copper imports may be fairly well 
sustained during the fourth quarter 
despite the continued lack of vigor in 
domestic consumption. The dollar 
value of such imports, however, may 
drift lower due to the break in copper 
prices early in October. 

Dip in rubber, lumber, and wool 

The volume of rubber imports in 
the first 10 months of 1960 was less 
then three-fourths as large as in the 
same period of 1959, but much higher 
world rubber prices in the current year 
limited the decline in the value of such 
imports to 10 percent. The substantial 
tonnage contraction is partly explained 
by the continued decline in the ratio 
of natural to total consumption of new 
rubber—from nearly a third in January 
1960 to less than 30 percent in October. 

It also reflected a partial displace
ment of imports by sales of natural 
rubber from the Government's strategic 
stockpile—a program initiated in Octo
ber of 1959. This program is a long-
term one which wiU be suspended only 
during periods when spot prices for 
natural rubber fall below 30 cents a 
pound. The major declines in prices 
for natural rubber since midsummer 
are yet to be reflected in the import 
statistics. 

Until there is a substantial upturn 
in home construction, imports of lumber 
and other building materials may 
continue to be lower than in 1959. 

Imports of apparel wool by the third 

17 

quarter of 1960 had slumped more 
than two-fifths below those of July-
September 1959, over three times the; 
concurrent rate of decline in consump-. 
tion. In contrast to imports, domestic i 
production of apparel wool, stimulated 
by the Department of Agriculture's 
incentive payments program, has been; 
somewhat higher than during last year.; 

Shift in oil pattern; iron ore up 
With prices down and the volume of. 

imports sharply lower than a year ago 
when oil imports were inflated in 
anticipation of mandatory quotas im
posed in March and AprU of 1959, 
the value of oil arrivals in the first 
quarter of 1960 was almost $120 million 
below the same year-earlier quarter. 
In the following 6 months, however, 
this year-to-year decline was nearly 
canceled out as petroleum imports 
registered a $100 million gain over 

U. S. IMPORTS OF NONFOOD 
CONSUMER GOODS 

Year-to-Year Drop After Second Quarter 
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April-September 1959. About half of 
the improvement reflected net upward 
revisions in the volume of quota allow
ables, while exempted imports—^mostly 
bimker fuels—made up the remainder. 

Notwithstanding the decline in the 
Nation's steel output after the March 
quarter, imports of iron ore have con
tinued at a near-record rate. Domestic 
production of iron ore has also been 
maintained in excess of requu-ements 
with the result that iron ore inventories 
at the end of September were at a 
record high of 85 million tons. 

Coffee, Meat , and Sugar 
Imports 

Lower prices and reduced volume 
contributed almost equally to coffee 
imports declining by $70 million at an 
annual rate in January-October 1960 
as compared with a year earlier. 
Though roastings during the first three 
quarters of 1960 were about the same 
as a year ago, net additions to gi-een 
coffee inventories amounted to less 
than 10 million pounds, in contrast 
to over 150 million pounds in the first 
three quarters of 1959. Still, at the 
end of the third quarter of 1960 such 
inventories were the highest in 3K years. 

The drop in imports of meat and 
cattle from last year's record rate 
reflected a shift to domestic sources of 
supply. In the first 10 months of 1960, 
the nation's cattle slaughter was up by 
nearly one-eighth from a year ago. 

Special situation in sugar 

Imports of sugar in the third quarter 
dipped about 20 percent below last year. 
This decline, an aftermath of the em
bargo imposed on Cuban sugar early 
in July, promises to be shortlived. 
Assuming that existing unfilled quotas 
and outstanding authorizations for pm--
chases of nonquota sugar vnR be fully 
utilized before they expire at the end of 
the year, the volume of sugar imports 
dm-ing the foiu-th quarter wiU be at 
least 50 percent greater than that of 
October-December 1959. Such a high 
rate of arrivals, the bulk of which will 
be supplied by countries which pre
viously had only very limited or no 
access to the U.S. sugar market, would 
boost the volume of imports for the 
year to a record or near-record high. 

Mixed Trends i n Consumer 
Goods 

Divergent trends have characterized 
om- recent imports of various types of 
nonfood consumer goods. Arrivals of 
appliances and of softgoods—apparel 
and other finished textiles, rubber, and 
leather articles—continued on the up
trend; imports of passenger cars declined 
sharply after the first quarter; and 
aggregate imports of other nonfood con-
smner goods lagged slightly behind a 
year ago beginning in the third quarter. 

Auto imports hit by U.S. compacts 

Reflecting the increasing success of 
U.S. compact cars in the domestic 
market, the volunie of passenger car 
imports during July-September was 

the lowest since the third quarter of 
1957, having fallen by nearly three-
fifths as compared to the third quarter 
of 1959. Beginning in April, monthly 
registrations of foreign autos have 
without interruption been running 
below a year ago. During Jidy-Septem-
ber such registrations were down from 
last year by nearly one-fourth. The 
volume of imports in the third quarter 
was 57,000 below the number of regis
trations, an indication that nearly half 
of the cars sold were being supplied from 
inventories rather than from current 
imports. WhUe there is apparently 
still room for some further reduction in 
inventories of foreign cars, the future 
course of auto imports will presumably 
run more parallel to the trend in regis
trations than it did in the third quarter. 

Comparative Export Trends of Industrial Nations 
JL H E ups-wing in U.S. exports in the 

fii-st half of 1960 from the cyclical lows 
of a year earlier was relatively some
what greater than the concurrent rise in 
exports from Japan and the OEEC 
countries (free Europe, excluding Fin
land and Yugoslavia) of Western Eu
rope. While this performance lifted 
U.S. foreign sales by midyear to an 
annual rate slightly above the peak 

yearly export total of 1957, the margin 
of oiur current lead over the next 
ranldng contender as the world's top 
exporter was not so wide as it had been 
in that earlier year. 

Exports from both Japan and the 
countries of Western Europe, having 
expanded almost continuously since the 
early 1960's with only a mild adjustment 
in 1958, were at a rate in the first half of 

T a b l e 3 . — T o t a l E x p o r t s o f t h e U n i t e d S t a t e s , J a p a n , a n d W e s t e r n E u r o p e 

1067; 
1st quarter. . . 
2nd quarter.. 
3rd quarter... 
4th quarter... 

1958: 
1st quarter. . . 
2nd quarter.. 
3rd quarter... 
4th quarter... 

105D: 
1st quarter. . . 
2nd quarter.. 
3rd quarter... 
4th quarter... 

1060: 
1st quarter. . . 
2ndquaitor . . 

United 
States* 
(exclud

ing 
military 

aid) 

6,083 
4, DOS 
4,864 
4,690 

4,101 
4,000 
4,102 
4,048 

3,870 
3,079 
4,347 
4,143 

4,001 
4,038 
6,062 

Japan 

662 
670 
773 
763 

711 
080 
088 
707 

729 
811 
884 

1,032 

886 
068 

ISoDsonally adjusted ,1 in millions of dollars] 

OEEC countries of Western Europe 

Total 

10,179 
10,170 
10,296 
10,227 

10,069 
9,819 

10.269 
10,467 

10,186 
10,641 
11,136 
11,004 

12,471 
i'12,200 

United 
King
dom 

2,386 
2,307 
2,421 
2,376 

2,362 
2,206 
2,391 
2,334 

2,277 
2,418 
2,427 
2,662 

2,646 
2,671 

Ger
many 

2,116 
2,148 
2,178 
2,184 

2,181 
2,109 
2,247 
2,262 

2,322 
2,370 
2,481 
2,631 

2,860 
2,748 

France 

1,317 
1,305 
1,261 
1,267 

1,261 
1,209 
1,276 
1,407 

1,182 
1,401 
1,470 
1,687 

1,768 
1,629 

Italy 

603 
036 
660 
063 

Q42 
064 
630 
627 

676 
660 
768 
702 

000 
041 

Nether
lands 

774 
747 
789 
789 

789 
801 
810 
828 

898 
807 
885 
969 

084 
1,011 

BelRlum-
Luxom-
bourg 

822 
801 
780 
780 

777 
723 
771 
766 

738 
801 
873 
867 

930 
936 

Other 

2,163 
2,136 
2,208 
2,178 

2,067 
2,058 
2,146 
2,244 

2,133 
2,094 
2,232 
2,496 

2,307 
"2,364 

" Preliminary. 'Bureau of Census recorded data, after seasonal adjustment (see footnote 1, below). 
1. Seasonal adjustments: U.S. exports per U.S. Department of Commerce, Oflico of Business Economics; OEEO coun

tries exports per OEEO Statistical Bulletins; Japan exports—seasonally adjusted data not available. 

Source: U.S. Department of Commerce, OQico of Business Economics, based on OEEO and Japan foreign trade data. 
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the current year more than 20 percent, 
and nearly 30 percent, respectively, 
ahead of their 1957 pace. 

European exports pause at midyear 

In contrast to the successive gains in 
exports scored by the United States 
in each of the first three quarters of 
1960 from the low 1959 performance, 
Western Europe's export expansion 
appeared to have been checked, at 
least temporarily, in the spring quarter. 
Sales to the United States after April 
slid below year-earlier levels and ex
ports to the rest of the world were 
barely maintained. Japan, on the other 
hand, in the second quarter, resumed 
the prolonged export rise which had 
been briefly interrupted in the preced
ing quarter; its year-to-year gains in 
shipments to the United States, re
corded in every month of the January-
June span, were .extended into the 
summer quarter. 
Trends in manufactures 

The U.S. share in world exports of 
manufactures,' calculated at 23 percent 
in the April-June quarter, was higher 
than in any of the preceding four 
quarters and well above the postwar 
low of slightly more than 19 percent 
recorded for the strike-affected final 
quarter of 1959.' Japan also upped its 
share of this trade in the spring quarter 
but virtually all the OEEC industrial 
nations, excepting Italy, slipped back 
from the quarter before.^ 

Here again, however, the long-term 
picture is different. Largely because 
of circiunstances affecting Western 
Hemisphere markets where it is the 
dominant supplier, the U.S. share in 
world exports of manufactm-ed goods, 
at 22 percent in the first half of 1960, 
has continued well below the 1956-57 
average of over 25 percent. 

In contrast, German's share of this 
trade has risen some 2 points from the 
16 percent in 1956 and 5 from the 13 
percent in 1953, and Japan's current 

1. According to common usage in International trade 
analysis, sections 6,0, 7, and 8 of the Standard International 
Trade Olassifleation (excluding U.S. special category ex
ports) encompass the terms "exports of manufactures," 
"finished goods," and similar expressions. This definition 
differs in several important respects from the U.S. Census 
classification of finished manufactures since it covers numer
ous goods classlfled by the Census Bureau as semimanu
factures, including base metals beyond the ore and concen
trate stage. 

2. Board of Trade Journal (London), October 15,1000. 

share of 6 percent is up by two-thirds 
from that of 1953 but only moderately 
as compared to 1956. Gains have also 
been won by France, Italy, and the 
Netherlands among others, as compared 
with the mid-fifties. The United King
dom's current share of about 17 percent, 
on the other hand, represents a gradual 
dechne from the 19 percent registered 
in 1956 and the 21 percent in 1953. 

The partial restoration of the U.S. 
position in world exports of manufac
tured goods was centered around a 
number of the very same commodities 
which had figured so prominently in 
the 1959 deterioration of our relative 
trading position in finished goods, and 
which subsequently staged vigorous ral-

INCREASED EXPORTS OF EIGHT 
INDUSTRIALIZED NATIONS 
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lies to rank among the pacesetters of the 
1960 export boom. Leading examples of 
manufactured exports falling into this 
pattern were commercial aircraft, rail
way equipment, iron and steel, and 
copper. 

In addition, a favorable influence on 
our current relative export position 
has been exerted by rising U.S. foreign 
sales of aluminum and of specialized 
types of industrial machinery, items 
which had performed relatively well 
last year and had helped limit the 
decline in our overall share of world 
exports of manufactures in that period. 

Trade gains in industrial markets 

Currently, Europe has become the 
major target for export gains of the 
industrialized nations in contrast to a 
year ago when the United States was 
in that position (see chart). As West
ern Europe's economic activity boomed 
and imports advanced by over one-fifth 
in the first, half of 1960 over the cor
responding period of 1959, the direction 
of Europe's export expansion turned 
inward, shifting away from the U.S. 
market, where import demand was 
slackening off, and toward trade within 
its own area. 

Data available for the major indus
trial nations of Europe ^ shows that 
exports of this group of countries to 
each other and to the remaining OEEC 
area rose by about a fourth, or around 
$2 bUlion, between the first half of 1959 
and the first half of 1960, accounting for 
nearly two-thu-ds of the net gain in 
their overall exports to the free world. 
In the same period, the rise in exports 
to the United States was confined to 
less than $100 million. 

This movement is in marked contrast 
to developments in the first 6 months of 
1959 when the sharp upturn in U.S. 
imports generated an advance of over 
half a bUlion dollars in the combined 
shipments of the Common Market 
nations and Britain to this country 
over the corresponding period of 1958, 
accounting for almost three-fourths of 
their $700 million net increase in overall 

3. The six Common Market countries plus the United 
Kingdom, which together account for three-fourths or more 
of the total export trade of all the OEEO countries combined. 
Global exports for this group of countries expanded 21 percent 
between the first halves of 1969 and 19G0, the same rate as was 
recorded for all the OEEC countries combined. 
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exports to the free world in that period. 
The similar concentration of the 

United States' recent export expansion 
in the direction of Europe has been 
discussed earlier. While U.S. dollar 
gains from trade with OEEC Europe 
m the first half of 1960, at $1 bilUon-
plus, were less than half of the absolute 
gains recorded by the 18 OEEC coun
tries from exports to each other, the 
relative increase of over 60 percent in 
our exports to that area was double 
that scored by intra-OEEC trade and 
more than twice as large as Western 
Europe's total import expansion over 
the year before. 

U.S. ups share in India, Australia 
The United States became India's 

top ranking overseas suppher during 
the course of 1960, pre-empting Britain's 
traditional rcle for the first time since 
1952. This is a special situation ac
counted for by heavy movements of 
foodgrains and cotton which were sold 
for local currency under the Public Law 
480 program. At the same time India's 
tight import restriction policy, aimed at 
conserving dwindling foreign exchange 
reserves, served to reduce that country's 
aggregate imports from the rest of the 
world. 

Australia's total imports, on the other 
hand, sparked by a high rate of eco
nomic activity and assisted by a 
succession of import decontrol measures, 
were running at a record pace by mid-
1960. As U.S. exports responded to 
the expanding demand, our share in 
that market increased from 14 percent 
to 17 percent in April-June 1960. 
This was a greater relative ^ain than 
that scored by any of Australia's other 
major industrial suppliers except Japan, 
whose current share is, nevertheless, 

imder one-third that of the United 
States and less than one-seventh that of 
the United Kingdom, still AustraUa's 
top supplier by a wide margin. 

Western Hemisphere steady 

In neither Canada nor Latin America 
did total imports in the first half of 
1960 advance by 5 percent above a 
year ago. During the April-June 
(juarter, U.S. shipments to Latin Amer
ica as a whole moved ahead by some 
2 percent over the same period a year 
ago, matching the equivalent rise in 
that area's total imports from all the 
industrial countries combined. If Cuba 
and Venezuela are omitted from the 
calculations—countries where a con
tinued downtrend in import demand 
due to special economic and poHtical 
factors affected the United States 
especially unfavorably—our participa
tion in the remaining Latin American 
market actually advanced in the spring 
quarter from 55 to 57 i)ercent, with 
large relative gains scored in Argentina, 
Brazil, and Uruguay. 

Canada's global import gains in the 
first 5 months of the current year were 
less than 4 percent above the corre
sponding penod of 1959, with imports 
from the United States increasing in 
exactly the same ratio. As Canada's 
total imports dipped below year-earli^er 
levels in the following 3 months, pur
chases from the United States slipped 
relatively more. In the first 8 months 
of 1960 the approximate two-thirds 
U.S. share of the Canadian market, 
was virtually unchanged from a year 
earlier, although the United States' 
current contribution to both Canada's 
and Latin America's import require
ments is less than in 1956 and 1957. 

Balance of P a y m e n t s 
(Continued Srom p. 10) 

liquid funds and therefore reduce the 
incentive for business enterprises to in
vest them abroad. But the whole 
interest-rate structure has to be viewed 
in relation to the desired-objective of 
raising domestic investment and em
ployment as well as in terms of balance 
of payments effects. 

"The solution to our longer range 
balance of payments problem lies to a 
major degree in a further improvement 
in our competitive position in world 
trade as it affects both our exports and 
imports; it also requires, at least in the 
short run, reductions in nontrade ex
penditures and/or increases in nontrade 
receipts. The directive by the Presi
dent, issued on November 16, 1960, 
"concerning steps to be taken with re
spect to the United States balance of 
payments" include—among other meas

ures—actions to reduce our military 
expenditures abroad as these constitute 
one of the major debit items in tKe 
balance of payments. It seems appro
priate, therefore, to bring up-to-date 
some .detail about these transactions 
published in the November 1959 issue 
of the SURVEY OP CURRENT BUSINESS. 

Review of Defense 
Expenditures Abroad 

As the two accompanying tables 
show, defense expenditures reached a 
high of $3.4 billion in 1958 and subse
quently have declined to about $3 
billion in the year ended June 1960. 
The expenditure categories which ac
counted for most of the decline from the 
peak were construction, foreign procure
ment under the military aid program. 

and purchases of materials and supplies 
for our own use. Some of these 
expenditures can be expected to decline 
further. 

Of the $3 biUion expenditures in 
fiscal year 1960, about $150 million 
were made in foreign currencies ac-
qun-ed mainly through sales of agri
cultural products. These local cur
rency transactions did not, of course, 
contribute to the deficit in our balance 
of payments. Something over $400 
million consisted of expenditures for 
defense related activities by agencies 
other than the Department of Defense, 
and close to $300 million were made 
under the military assistance program. 
The latter include military assistance 
offshore procurement, mutual weapons 
development, weapons production, 
NATO infrastructure, and vaiious serv
ices. Thus, dollar expenditures abroad 
from appropriations for military func
tions of the Department of Defense 
were about $2.2 biUion. 

Defense Expend i tu re s Abroad for Croods and 
Services, by Major C&tegory and by Major 
Country 

[Millions of dollars] 

Total 

Expenditures by troops, civilian 
personnel, post exchanges, etc. 

Foreign expenditures for con
struction , 

Contributions to the NATO 
multilateral construction pro
gram (infrastructure) 

Other expenditures for services 
Offshore procurement under mil

itary a.ssistanca programs and 
expenditures for mutual weap
ons development and weap
ons production 

Purchases of equipment 
Purchases of other materials and 

supplies 

Bahrein and Saudi Arabia 
Belgium-Luxembourg 
Canada -
Denmark 

France 
Germany 
Italy-Trieste 
Japan 

Korea 
Morocco 
Netherlands Antilles... 
Phllipptaes 

Ryukyu Islands 
Spahi 
Turkey 
United Kingdom..-

Other countrios 

3,106 

Calendar years 

1967 1968 

3,412 

846 

•371 

66 
030 

372 

64 

828 

30 
288 
34 

390 
468 
163 
467 

68 
48 
78 
67 

68 
87 
37 

488 

332 

318 

72 
780 

212 

49 

1,116 

92 
66 

444 
40 

370 
860 
117 
417 

34 
07 
63 

64 
92 
46 

360 

384 

3,090 

873 

217 

03 
768 

149 

987 

26 
428 

303 
666 
116 
381 

91 
26 
67 
46 

64 
71 
36 

297 

362 

Year 
ended 
June 
30, 

1960 

3,026 

866 

198 

90 
760 

130 

064 

80 
26 

412 
46 

283 
666 
112 
361 

93 
27 
67 
47 

62 
63 
41 

298 

362 

Sourco: U.S. Department of Commerce, OfQco of Business 
Economics, from information made available by operating 
agencies. 

Sales by or through our military 
organizations were close to $300 mil
lion both in 1958 and 1959, but some 
increase over that rate has occurred 
recently and can be expected to con
tinue for some time. 


